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SUBJECT: PINANCIAL CRISIS 

REF: (A) LISBON 5271, (B) LISBON 5272 

1. DONALD E. SYVRUD AND JAMES FERRER CALLED GOVERNOR 
SILVA LOPES ON JULY 11 AS REQUESTED. 

2. SILVA LOPES STATED GOP IS EXAMINING THE CAUSES OF THE 
RECENT EXCHANGE CRISIS. HE SAID "ONLY WHEN WE KNOW THE 
CAUSES, WILL WE KNOW HOW TO DEAL WITH THEM." HE REPORTED 
THAT THE PUND STALE, INCLUDING HANS SCHMITT, HAS BEEN 
INVITED TO LISBON TO DISCUSS BOTH THE CAUSES OF THE CRISIS 
AND POSSIBLE MEASURES TO DEAL WITH IT. DISCUSSION WILL 
INCLUDE POSSIBILITY OP SECOND TRANCHE AGREEMENT. SILVA 
LOPES SAID HE DID NOT EXPECT GOP TO ADOPT ANY MAJOR DECI- 
SION THIS WEEK, AND POSSIBLY NOT FOR TWO MORE WEEKS. 
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3. SILVA LOPES ASKED WHETHER DONALD SYVRUD WOULD COME TO 
PORTUGAL POR A VISIT. WE RESPONDED THAT IT WAS PROBABLY 
TOO EARLY POR SUCH A VISIT AND THAT WE WOULD PIRST LIKE TO 
TALK TO THE IMP STAFP WHEN IT RETURNS PROM PORTUGAL. WE 
PROMISED TO CALL DR. SILVA LOPES ON JULY 15. 

4. COMMENT. SILVA LOPES STATED THAT BIS SHOULD APPROVE 
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$100 MILLION CREDIT FOR PORTUGAL ON lULY 1 1 OR 12. WE 
EXPECT THAT THIS LOAN, PLUS PENDING DRAWING OF $50 MILLION 
FROM ESF CREDIT LINE, SHOULD COVER PORTUGUESE EXCHANGE 
LOSSES THROUGH THE FIRST WEEK OF AUGUST, AT LEAST. WE 
DOUBT, THEREFORE, THAT GOP WILL TAKE ANY SIGNIFICANT DE- 
CISIONS UNTIL LATE JULY. 

5. WE ASKED DR. LOPES WHAT WAS HAPPENING TO SPANISH 
PESETA. HE RESPONDED THAT EXCHANGE MARKET IN SPAIN WAS 
CLOSED FOR THE DAY AND THAT HE EXPECTED IT TO OPEN WITH A 
NEW RATE ON THE I2TH. HE ADDED THAT PORTUGAL WAS NOT PRE- 
PARED TO FOLLOW A PESETA RATE ADJUSTMENT AT THIS TIME, BUT 
HE RECOGNIZED THAT A CHANGE IN THE PESETA RATE WOULD 
FACILITATE ACCEPTANCE ON A SIMILAR CHANGE IN ESEUDO RATE. 
VANCE 
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